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the stored commodity to maintain its
shape (such as fences or bags);

(iii) Used or pre-owned structures or
handling equipment;

(iv) Structures that are not suitable
for storing raw or refined sugar;

(v) Weigh scales.

(g) The provisions of this paragraph
apply only to fruit and vegetable cold
storage facility loans.

(1) For cold storage facility loans,
the loan amount may include costs as-
sociated with the purchase, installa-
tion, building, improving, remodeling,
or renovating an eligible storage or
handling facility. Costs associated with
the construction of a permanently in-
stalled cold storage facility include,
but are not limited to, the following:
An insulated cement slab floor, insula-
tion for walls and ceiling (including,
but not limited to, loose fill cellulose,
foam insulation sheets, sprayed-on and
foam-in-place materials), and a vapor
barrier.

(2) Eligible facilities include, but are
not limited to, the following:

(i) A new cold storage facility of
wood pole and post construction, steel,
or concrete, that is suitable for storing
the fruits and vegetables produced by
the borrower and with a useful life of
at least 15 years;

(ii) New walk-in prefabricated perma-
nently installed cold storage coolers
that are suitable for storing the pro-
ducer’s fruits and vegetables and with
a useful life of at least 15 years;

(iii) Permanently affixed equipment
necessary for a cold storage facility
such as refrigeration units or system
and circulation fans;

(iv) Permanently installed equipment
to maintain or monitor the quality of
produce stored in a cold storage facil-
ity;

(v) Electrical equipment, including
labor and materials for installation,
such as lighting, motors, and wiring in-
tegral to the proper operation of a cold
storage facility.

(3) For cold storage facility loans,
loans may be approved for financing
additions or modifications to an exist-
ing storage facility with an expected
useful life of at least 15 years if CCC de-
termines there is a need for the capac-
ity of the structure.

7 CFR Ch. XIV (1-1-11 Edition)

(4) No cold storage facility loans will
be made for:

(i) Portable structures;

(ii) Portable handling and cooling
equipment;

(iii) Used or pre-owned structures, or
cooling and handling equipment; or

(iv) Structures that are not suitable
for a fruit or vegetable cold storage fa-
cility.
[66 FR 4612, Jan. 18, 2001, as amended at 67

FR 54938, Aug. 26, 2002; 74 FR 41588, Aug. 18,
2009]

§1436.7 Loan term.

(a) For eligible facility loan commod-
ities other than sugar, the term of the
loan will be 7, 10, or 12 years, based on
the total loan principal, from the date
a promissory note and security agree-
ment is completed on both the partial
and final loan disbursements. The ap-
plicant will choose, if applicable, a
loan term when submitting the loan
application and total cost estimates.

(1) For a loan with the principal of
$100,000 or less, the term is 7 years.

(2) For loans from $100,000.01 through
$250,000, the borrower will choose a
term of 7 or 10 years.

(3) For loans from $250,000.01 through
$500,000, the borrower will choose a
loan term of 7, 10, or 12 years.

(b) No extensions of the loan term
will be granted. The loan balance and
all related costs are due at the end of
the loan term.

(c) For a sugar-related loan:

(1) CCC, at its discretion, may au-
thorize a maximum loan term of 15
years. The minimum loan term of a
sugar-related loan is 7 years.

(2) The loan balance and costs are
due at the end of the loan term, which
will be established on the date the
promissory note and security agree-
ment is executed.

[74 FR 41589, Aug. 18, 2009]

§1436.8 Security for loan.

(a) Except as agreed to by CCC, all
loans must be secured by a promissory
note and security agreement covering
the farm storage facility and such
other assurances as CCC may demand,
subject to the following:

(1) The promissory note and security
agreement must grant CCC a security
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interest in the collateral and must be
perfected in the manner specified in
the laws of the State where the collat-
eral is located.

(2) CCC’s security interest in the col-
lateral must be the sole security inter-
est in such collateral except for prior
liens on the underlying real estate that
by operation of law attach to the col-
lateral if it is or will become a fixture.
If any such prior lien on the real estate
will attach to the collateral, a sever-
ance agreement must be obtained in
writing from each holder of such a lien,
including all government or USDA
agencies. No additional liens or encum-
brances may be placed on the storage
facility after the loan is approved un-
less CCC approves otherwise in writing.

(b) For any loan amounts of $50,000 or
less, CCC will not require a severance
agreement from the holder of any prior
lien on the real estate parcel on which
the storage facility is located, if the
borrower:

(1) Agrees to increase the down pay-
ment on the storage facility loan from
15 percent to 20 percent; or

(2) Provides other security such as an
irrevocable letter of credit, bond, or
other form of security, as approved by
CCcC.

(c) For 1loan amounts exceeding
$50,000, or when the aggregate out-
standing balance will exceed $50,000 or
for loans in which the approving coun-
ty or State committee determines, as a
result of financial analysis, that addi-
tional security is required, a lien on
the real estate parcel on which the
farm storage facility is located is re-
quired in the form of a real estate
mortgage, deed of trust, or other secu-
rity instrument approved by USDA’s
Office of the General Counsel, provided
further that:

(1) CCC’s interest in the real estate
must be superior to all other liens, ex-
cept a loan may be secured by a junior
lien on real estate when the loan is
adequately secured and a severance
agreement is obtained from prior lien
holders.

(2) A loan will be considered to be
adequately secured when the real es-
tate security for the loan is at least
equal to the loan amount.

(3) If the real estate is covered by a
prior lien, a lien waiver may be ob-

§1436.8

tained by means of a subordination
agreement approved for use in the
State by USDA’s Office of the General
Counsel. CCC will not require such an
agreement from any agency of USDA.

(d) Title insurance or a title opinion
is required for loans secured by real es-
tate.

(e) Real estate liens, with prior CCC
approval, may cover land separate from
the collateral if a lien on the under-
lying real estate is not feasible and if:

(1) The borrower owns the separate
acreage and the acreage is not subject
to any other liens or mortgages that
are superior to CCC’s lien interest and

(2) The acreage is of adequate size
and value at the time of the applica-
tion as determined by the county com-
mittee to adequately secure and insure
repayment of the loan.

(f) A borrower, in lieu of such liens
required by this section, may provide
an irrevocable letter of credit, bond, or
other form of security, as approved by
CCcC.

(g) If an existing structure is remod-
eled and an addition becomes an at-
tached, integral part of the existing
storage structure, CCC’s security inter-
est will include the remodeled addition
as well as the existing storage struc-
ture.

(h) For all farm storage facility
loans, except sugar loans, the borrower
must pay the cost of loan closings by
attorneys, title opinions, title insur-
ance, title searches, filing, and record-
ing all real estate liens, fixture filings,
appraisals if requested by the borrower,
and all subordinations. CCC will pay
costs relating to credit reports, collat-
eral lien searches, and filing and re-
cording financing statements for the
collateral.

(1) All loans of $50,000 or less that are
secured with collateral with no resale
value, as determined by CCC, may re-
quire additional security.

(j) For sugar storage facility loans, in
addition to other requirements in this
section, additional security, including
real estate, chattels, crops in storage,
and other assets owned by the appli-
cant, is required if deemed necessary
by CCC to adequately secure the loan.
A sugar storage facility loan will gen-
erally be considered to be adequately
secured when the CCC-determined
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§1436.9

value of security for the loan is equal
to at least 125 percent of the loan
amount.

(k) For sugar storage facility loans,
paragraph (h) of this section is not ap-
plicable. However, the borrower must
pay all loan making fees and closing
costs. This includes, but is not limited
to, attorney fees for loan closings, en-
vironmental assessments and studies,
chattel and real estate appraisals, title
opinions, title insurance, title
searches, and filing and recording all
real estate liens, fixture filings, subor-
dinations, credit reports, collateral
lien searches, and filing and recording
financing statements for the collateral.

[74 FR 41589, Aug. 18, 2009]

§1436.9 Loan amount and loan appli-
cation approvals.

(a) The cost on which the loan will be
based is the net cost of the eligible fa-
cility, accessories, and services to the
applicant after discounts and rebates,
not to exceed a maximum per-bushel,
-ton or, -cubic foot cost established by
the FSA State committee.

(b) The net cost for all storage facili-
ties and handling equipment:

(1) May include the following: All
real estate lien related fees paid by the
borrower, including attorney fees, ex-
cept for filing fees; environmental and
historic review fees including archae-
ological study fees; the facility pur-
chase price; sales tax; shipping; deliv-
ery charges; site preparation costs; in-
stallation cost; material and labor for
concrete pads and foundations; mate-
rial and labor for electrical wiring;
electrical motors; off-farm paid labor;
on-farm site preparation and construc-
tion equipment costs not to exceed
commercial rates approved by the
county committee; and new on-farm
material approved by the county com-
mittee.

(2) May not include secondhand ma-
terial or any other item determined by
the approving authority to be ineli-
gible for loan.

(c) The maximum total principal
amount of the farm storage facility
loan is 85 percent of the net cost of the
applicant’s needed storage or handling
facility, including equipment, not to
exceed $500,000 per loan.

7 CFR Ch. XIV (1-1-11 Edition)

(d) The storage need requirement for
eligible facility loan commodities will
be determined as follows:

(1) For facility loan commodities, ex-
cept sugar and fruits and vegetables:

(i) Multiply the average of the appli-
cant’s share of the acres farmed for the
most recent three years for each type
of facility loan commodity requiring
suitable storage at the proposed facil-
ity;

(ii) By a yield determined reasonable
by the county committee;

(iii) Multiply by two (for 2 years pro-
duction); and

(iv) Subtract existing storage capac-
ity in the units of measurement, such
as bushels, tons, or cubic feet, for the
type of storage needed to determine re-
maining storage need.

(v) Compare capacity of proposed fa-
cility with storage need (calculated as
specified in paragraphs (d)(1)(i)-(iv) of
this section) to determine if applicant
is eligible for additional storage.

(2) For sugar storage facility loans,

(i) Identify past processing volume
and marketing allotments;

(i1) Use the processor’s projection of
processing volume, available storage
capacity, volume not to be marketed
due to marketing allotment, and other
appropriate factors affecting the proc-
essor’s storage need to estimate the
storage need requirement, and

(iii) Compare capacity of proposed fa-
cility with storage need (estimated as
specified in paragraphs (d)(2)(i)-(ii) of
this section) to determine if additional
storage is required.

(3) For cold storage facilities for
fruits and vegetables:

(i) Multiply the average of the appli-
cant’s share of the acres farmed for the
most recent three years for each eligi-
ble fruit and vegetable commodity re-
quiring cold storage at the proposed fa-
cility;

(ii) By a yield determined reasonable
by the county committee;

(iii) Determine cold storage needed
(calculated as specified in paragraphs
(d)(3)(1)—(ii) of this section) with the as-
sistance of CSREES, land-grant univer-
sity, or ARS publications; and

(iv) Subtract existing cold storage
capacity to determine remaining stor-
age need.
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